
The FCC did not specify a mechanism pursuant to which that certification is to be

accomplished, rather leaving it open for the state commissions and the affected carriers to

develop an appropriate mechanism. The actual amount of high cost funding for 2002 IS

uncertain, since final calculations depend on information generated during the funding year. By

necessity, the Company is providing broad categories for the use of such high cost funds.

However, as shown below, there are numerous safeguards at the federal and state levels to insure

rural incumbent local exchange carriers receiving universal service support use it for the

intended purpose.

The federal support received by rural incumbent local exchange companies is divided

into three categories: Long Term Support (liLTS"); Local Switching Support ("LSS") and High

Cost Loop Support ("HCLS"). All of these mechanisms have been created by the FCC in

conjunction with the Federal-State Joint Board on Universal Service. This means that

representatives from state commissions, including Alabama, have also been involved in the

development of these mechanisms. LTS is a support mechanism for companies that participate in

the interstate cost pool administered by NECA that promotes reasonable Carrier Common Line

rates. The LTS calculation uses the interstate cost structure of a rural ILEC based upon annual

interstate cost studies that are submitted and certified by the companies and received by NECA.

The LTS is capped based upon an inflation factor as established by the FCC's rules. This

amount, together with those revenues received from subscribers from the interstate Subscriber

Line Charge ("SLC"), is used to offset the rural ILECs' interstate Carrier Common Line revenue

requirement. The difference between that revenue requirement, again as set forth in the

company's annual interstate cost study, less the LTS and SLC, make up the Carrier Common
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Line rate which is charged to interexchange carriers.

LSS rules established by the FCC use the embedded costs of the rural ILECs associated

with switching investments, depreciation, maintenance, expenses, taxes and an FCC established

rate of return. Again, this is based upon certified cost studies submitted by rural ILEC's to

NECA or the FCC. This amount is used to offset the rural ILECs' interstate switching revenue

requirement. The revenue requirements set forth in the annual interstate cost studies make up the

switching rates which are charged to interexchange carriers.

The HCLS for rural ILECs is based upon each company's embedded, unseparated loop

costs. These costs are calculated using a set of complex algorithms approved by the FCC, the

inputs for which are scrutinized by NECA.

All of these programs are administered through the Universal Service Administrative

Company ("USAC"). USAC, as a private, not-for-profit corporation, is responsible for providing

every state and territory of the United States with access to affordable telecommunications

service through the Federal Universal Service Fund. USAC has contracted with NECA to assist

in data collection necessary for the remittance of universal service funds. What this means is

that each company submits, no less frequently than annually, detailed information requested by

NECA in the USF data collection process.

The information that is submitted by rural ILECs must be attested to by the companies.

Further, NECA and its auditors must attest to the validity and integrity of NECA's process. In

other words, the ILEC cost studies and responses to data collection requests are subject to audit.

The information provided in response to all of the universal service fund mechanisms utilizes

FCC accounts for regulated costs and must be in compliance with FCC rules in Parts 32, 36, 54
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and 64.

All cost studies submitted by rural ILECs and all USF funding must be based upon

financial statements. In addition, NECA perfonns focus reviews of cost studies as well as the

USF filings for the cost companies involved in the NECA process. In addition, an officer of the

rural ILEC must certify the accuracy and validity of the filed infonnation.

USF data used in the USF calculations by NECA must also be filed with the FCC in

October of each year. This data contains the regulated financial inputs into the algorithm as well

as the number of loops that will receive universal service support. All of the aforementioned

infonnation is available for inspection and review by the APSC.

Projected Use of High Cost Universal Service Funds in 2002

Based on preliminary projections, the Company estimates it will receive approximately

$2,068,077 of federal high-cost universal service support in 2002. This amount is subject to

subsequent adjustment based on end of period infonnation, such as loop counts. The Company

certifies that it will only use the federal high-cost support it receives during 2002 for the

continued provision, maintenance and upgrading of facilities and service for which such support

is intended as described in 47 C.F.R. Section 54.101. Those services, which are available to any

customer in the Company's service area are: single-party voice grade access to the public

switched network, unlimited local usage, dual-tone multi-frequency signaling or its functional

equivalent, access to emergency services, including 911 service or enhanced 9-1-1 service,

access to operator service, access to interexchange service, and access to directory assistance,

and toll limitation for qualifying low-income customers.

The Company respectfully requests that the Commission notify the FCC prior to
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October 1 of this year that the Company is eligible to receive federal high-cost support in 2002.

Any questions regarding this submission should be directed to Jim Meade at (865) 617-4749.

Respectfully Submitted,

Butler Telephone Company, Inc.
(d/b/a TDS Telecom)

By:·~A.P~

Title: p~

Date: August 17,200 I
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PAUL A. BRANTLEY·
HARK D. WILKERSON

JUDKINS M. BRYA.'1

LEAH S. STEPHENS

AMAND..... G. GARTER

KEITH S. MiLLER

·ALso ADMITTED IN TENNESSEE

BRANTLEY, 'V"ILKERSON & BRYAJ.'J', P.G.
ATTOfu'lEYS AND COUNSELORS

40~ SOUTH HULL STREET

MONTGOMERY, AUBAMA 36104

(334) 26~'l~OO

September 12, 200 1 ~ \

- --, ... -, -:=>"

~
SEP 2001

RECEIVED
ALA PSC

LEGAL DIV

VIA HAND DELIVERY
The Honorable Walter Thomas
Alabama Public Service Commission
RSA Union Building
100 North Union Street
Montgomery, AL 36104

Re: Response to Request for Plans and Procedures For Projected Utilization of
High-Cost Universal Service Support

Dear Mr. Thomas:

Enclosed for filing with the Commission is an original and ten (10) copies of an corrected
response of Castleberry Telephone Company, Inc. regarding anticipated utilization of high-cost
universal service support, as required by the Commission's Order ofJuly 13,2001. The original filing
failed to include the dollar amount of anticipated universal service support on page 4.

Thank you for your courtesies in this matter. Please direct any questions regarding the
documents to my office.

l\1DW/tms

cc: Homer Holland

Enclosures
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Response of Cu~tleberryTelephone Comp:any to Request for Plans
l\nd Procedures For Projected Utilization of

High-Cost Universal Service Support

Castleberry Telephone Company, Inc. (the "Company") submits the following in

response to this CommIssion's order of July 13, 2001 requesting thal rural Cc.1!ricrs submit pluns

and procedures detailing theIr projected use of high-cost universal service support in 2002. The

Company reqUi::sts that this Commission cl~rtify, pursuant 10 47 C.F.R. §54.314. that the

Company is eligible to continue to receive federal high cost support.

Overview or Procedures for Calculating High Cost Support

The Commission's July ]3, 2001 Order was in response to the recent action of the

Feden,t Conununications Commission ("FCC") in its docket In the Matter of Federal-State Joint

Board oa Uni.versal ~ervice, CC Dockot No, 96-45/CC Docket No. 00-256, Fourteenth Report

and Order, Twenty-Second Order Oil Reconsideration, and Further Notic~ of Proposed

Rulc:making in CC Docket No. 96-45 and Roport and Order ill CC Docket No. 00-256 (FCC 01-

157) (released May 23, 2001) ("FCC Order'I), Specifically, the FCC has adopted a requirement

(to b~ codified ill 47 C.F.R. §54.314) that state commi3sions mU:J( JiJe an Clnnua! certification

with lhl~ Universal S~rvice Administrative Compnny and the FCC stating "that all federal high-

cost support pwvid~d to [rurnl incumbent local exchange carriers] will be used only for the

provision, majnle(lancl~ llod upgrading of facilities und services for which the support is

intended." If rcrtifir'ltion is not accomplished by October 1, 200 I, then federal support for

tlniv~rsnl service in tTle'. Mens served by the rural c~l.n"jcrs within Alabama will nol be provided for

:It leu::;t (h~ first qumre:r of?CJ02. ~ee paragraph 191 of FCC Order.
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The FCC did not specify a mechnnism pursuant to which that certification is lo be

llccomplished, rather leaving it open for the state commissions and the affected carriers to

develop an appropriate mechanism. The actual amount of high cost funding for 2002 is

uncertain, since final calculations depend on information generated during the funding year. By

necessity, the Company is providing broad categories for the usc of such high cost funds.

However, as shown below, there arc numerous safeguards at the: federal and stale levels to insttre

rural incumbent local exchange carriers receiving universal service support usc it for the

intended purpose.

Tlle fedc:ral support received by rural incumbent local exchange companies is divided

into three categories: Long Term Support (liLTS"); Local Switching Support ("LSSII) and High

Cost Loop Support ("IICLS"). All of these mecbanisms have been created by the FCC in

conjunction with the Federal~State Joint Board on Universal Service. This means that

representatives from state corrunissions, including Alabrun3, have also bet:n involved in the

development 0 f lh~se mechanisms. LTS is :\ support mechanism for companies that participate in

the interstate cost pool administered by NEeA that promotes reasonable Carrier Conunon Line

rates. Thc LTS calculation uses the interstate C05t structure of a mral ILEC based upon annual

interstate cost studies that orc submitted and certified by the companies and received by NECA.

The LTS is capped based upon un inflation factor as established by the FCC's rules. This

amount, together with those revenues received front subscribers from the interstate Subscriber

Line Charge C'SLe"), is used to offset the rural ILEes' interstate Corrier COmmon Line revenue

requircl11ent. The di ft'crenct:: belween that revenue reqtliremcnt, again as set forth in the

companyl:i annual interstate cost study, le~~ the LTS nnd SLe, make up the Carrier Common
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Line fZlte which is charged to interexchangc carriers.

LSS rules established by the FCC use the embedded costs of the rural ILECs associated

with switching investments, depreciation, maintenance, expenses, taxes and an FCC established

rate of return. Agnin, this is based upon certified cost studies submitted by rural ILTIC's to

NECA or the FCC. This amount is used to offset the rurallLECs' interstate switching revenue

requirement. The revenue requirements set forth in the annual interstate cost studies make up the

switching rates which are cllargcd to interexchange carriers.

The HCLS for rural lLECs is based upon each company's embedded, unseparated loop

costs. These costs arc cateulated using a set of complex algorithms approved by the FCC, the

inputs for which are scnltinized by NEeA.

All of these progrnms are administered through the Universal Service Administrative

Company ("USAC"). USAC, as a private, not-for-profit corporation, is responsible for providing

every state and territory of the United States with access to affordable telecommunications

service through the Federal Universal Service Fund. USAC h£\3 contracted with NECA to assist

in data collectiol1 necessary for the remittance of universal service funds. What this means is

that each company submits, no less frequently than nnnually, detailed information requested by

NECA in the USF dnta collection process.

The information that is submitted by rural lLEes must be llttested to by the companies.

Further. NECA nnd its Ruditors must attest to the validity and integrity of NECA's process. III

other words, the ILEC cost studies and responses to data collection requests arc subject to audit.

The infL1rmarion provided in response to all of the universal service fund mechanisms utilizes

FCC accounts for rq~lIlated (.:osts and must be in compliance with FCC mles in Parts 32, 36, 54

3
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and 64.

All cost studies submitted by mral ILECs and all USF funding must be based upon

financial statements. In addition, NECA performs focus reviews of cost studica as well as tho

nSF filings for the cost companies involved in tbe NECA process. In addition, an officer of the

rural ILEC must certify the accuracy and validily oithc filed infomlalion.

USF data used in the usr calculations by NECA must also be filed with the FCC in

October of each year. TIlLs data contains the regulated financial inputs into the algOlithm as well

as the number of loops that will receive universal service support. All of the aforementioned

information is available for inspection and revIew by the APSC.

Projected Usc of High Cost lJnivcnal Sen-ice Funds In 2002

Based on preliminary projections, the Company estlmatcs it win receive approximately

$10,776 of f~deral high-cost universal service support in 2002. This amount is subject to

subsequent adjustment based 011 end of period information, such as loop counts. The Company

celii [jes that it will only use tho federal high-cost Sllpport it receives during 2002 for tht:!

collllnl1~d provision. maintenance and upgrading of facilities and service for which such support

is intended as described in 47 C.F.R. Section 54.101. Those services. which nre avnilable to any

customer in the Company's service area me: single-party voice grade nCC¢$S to the public

switched network, unlimited local usage, dual-tone multi-frequency signaling Or its functional

equivalent, access lo emergency services, includil1g 911 service or en.~nnced 9-1-] service,

access to operator service, access to interexchange service, and access to directory assistance,

and toll limitation fOT qualifying low-income cllstomers.

The Company respectfully requests thut th~ Commi:;sion notify the :rCC prior to
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October 1 of Ihis year that the Company is eligible to receive federal high-cost support ill 2002.

Any questions regarding this submission should be directed to Rod Ballard at (334) 240-3622.

RespecHblly Submitted,

Castleberry Telephone Company, Inc.

By: d?'J /ht-'-«44=1<..07.-
/'

Title: f;/~ /c/e.-n T

Date: August 17,2001
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P....UL A BRANTLEY·
MARK D. WILKERSON

JUDKINS M. BRYAN

LEAH S. STEPHENS

ANAND.... G. GARTER

KEITH S. MIllER

'ALso .'\oMITTED IN TENNESSEE

BRfu'JTLEY, WILKERSON & BRYAN, P.G.
ATTOR.'1EYS AND GOUNSELORS

40:5 SOUTH HULL STREET

MONTGOMERY, AuBAM.\ 36104

(334) 26:5-1:500

AUG 2001
RECEiVED
ALA PSC

LEGAL OJV.

MAlLlNG ADDRESS:

Posr OFFICE Box 830

36101-0830
FAX (334) 2e::;-031Q

VIA HAND DELIVERY
The Honorable Walter Thomas
Alabama Public Service Commission
RSA Union Building
100 North Union Street
Montgomery, AL 36104

Re: Response to Request for Plans and Procedures For Projected Utilization of
High-Cost Universal Service Support

Dear Mr. Thomas:

Enclosed for filing with the Commission are the original and ten (10) copies of responses by
Castleberry Telephone Company, Inc., regarding anticipated utilization ofhigh-cost universal service
support, as required by the Commission's Order of July 13, 2001.

Thank you for your courtesies in this matter. Please direct any questions regarding the
documents to my office.

Very Truly Yours,

il/tId I ;d~/
1~,f

Mark D. Wilkerson

rvIDW/tms

Enclosures



Response of Castleberry Telephone Company, Inc. to Request for Plans
and Procedures For Projected Utilization of

High-Cost Universal Service Support

Castleberry Telephone Company, Inc. (the "Company") submits the following in

response to this Commission's order of July 13,2001 requesting that rural carriers submit plans

and procedures detailing their projected use of high-cost universal service support in 2002. The

Company requests that this Commission certify, pursuant to 47 C.F.R. §54.314, that the

Company is eligible to continue to receive federal high cost support.

Overview of Procedures for Calculating High Cost Support

The Commission's July 13, 200 I Order was in response to the recent action of the

Federal Communications Commission ("FCC") in its docket In the Matter of Federal-State Joint

Board on Universal Service, CC Docket No. 96-45/CC Docket No. 00-256, Fourteenth Report

and Order, Twenty-Second Order on Reconsideration, and Further Notice of Proposed

Rulemaking in CC Docket No. 96-45 and Report and Order in CC Docket No. 00-256 (FCC 01-

157) (released May 23, 200 I) ("FCC Order"). Specifically, the FCC has adopted a requirement

(to be codified in 47 C.F.R. §54.314) that state commissions must file an annual certification

with the Universal Service Administrative Company and the FCC stating "that all federal high-

cost support provided to [rural incumbent local exchange carriers] will be used only for the

provISlon, maintenance and upgrading of facilities and services for which the support is

intended." If certification is not accomplished by October 1, 2001, then federal support for



universal service in the areas served by the rural carriers within Alabama will not be provided for

at least the first quarter of 2002. See paragraph 191 of FCC Order.

The FCC did not specify a mechanism pursuant to which that certification is to be

accomplished, rather leaving it open for the state commissions and the affected carriers to

develop an appropriate mechanism. The actual amount of high cost funding for 2002 is

uncertain, since final calculations depend on information generated during the funding year. By

necessity, the Company is providing broad categories for the use of high cost funds. However,

as shown below, there are numerous safeguards at the federal and state levels to insure rural

incumbent local exchange carriers receiving universal service support use it for the intended

purpose.

The federal support received by rural incumbent local exchange companies is divided

into three categories: Long Term Support ("LTS"); Local Switching Support ("LSS") and High

Cost Loop Support ("HCLS"). All of these mechanisms have been created by the FCC in

conjunction with the Federal-State Joint Board on Universal Service. This means that

representatives from state commissions, including Alabama, have also been involved in the

development of these mechanisms. LTS is a support mechanism for companies that participate in

the interstate cost pool administered by NECA that promotes reasonable Carrier Common Line

rates. The LTS is capped based upon an inflation factor as established by the FCC's rules. This

amount, together with those revenues received from subscribers from the interstate Subscriber

Line Charge ("SLC"), is used to offset the rural ILECs' interstate Carrier Common Line revenue

requirement. The difference between that revenue requirement less the LTS and SLC, make up

the Carrier Common Line rate which is charged to interexchange carriers.

2



LSS rules established by the FCC use the embedded costs of the rural ILECs associated

with switching investments, depreciation, maintenance, expenses, taxes and an FCC established

rate of return. This amount is used to offset the rural ILECs' interstate switching revenue

requirement. The revenue requirements set forth in the annual interstate cost studies make up the

switching rates which are charged to interexchange carriers.

The HCLS for rural ILECs is based upon each company's embedded, unseparated loop

costs. These costs are calculated using a set of complex algorithms approved by the FCC, the

inputs for which are scrutinized by NECA.

All of these programs are administered through the Universal Service Administrative

Company ("USAC"). USAC, as a private, not-for-profit corporation, is responsible for providing

every state and territory of the United States with access to affordable telecommunications

service through the Federal Universal Service Fund. USAC has contracted with NECA to assist

in data collection necessary for the remittance of universal service funds. What this means is

that each company submits, no less frequently than annually, detailed information requested by

NECA in the USF data collection process.

The information that is submitted by rural ILECs must be attested to by the companies.

Further, NECA and its auditors must attest to the validity and integrity of NECA's process. In

other words, the ILEC cost studies and responses to data collection requests are subject to audit.

The information provided in response to all of the universal service fund mechanisms utilizes

FCC accounts for regulated costs and must be in compliance with FCC rules in Parts 32, 36, 54

and 64.

All cost studies submitted by rural ILECs and all USF funding must be based upon

financial statements. In addition, NECA performs focus reviews of cost studies as well as the



USF filings for the cost companies involved in the NECA process. In addition, an officer of the

rural ILEC must certify the accuracy and validity of the filed information.

USF data used in the USF calculations by NECA must also be filed with the FCC in

October of each year. This data contains the regulated financial inputs into the algorithm as well

as the number of loops that will receive universal service support. Such information is available

for inspection and review by the APSe.

Projected Use of High Cost Universal Service Funds in 2002

Based on preliminary projections, the Company estimates it will receive approximately

$ of federal high-cost universal service support for 2002. This amount is subject

to subsequent adjustment based on end of period information, such as loop counts. The

Company certifies that it will only use the federal high-cost support it receives in 2002 for the

continued provision, maintenance and upgrading of facilities and service for which such support

is intended as described in 47 e.F.R. Section 54.101. Those services, which are available to any

customer in the Company's service area are: single-party voice grade access to the public

switched network, unlimited local usage, dual-tone multi-frequency signaling or its functional

equivalent, access to emergency services, including 911 service or enhanced 9-1-1 service,

access to operator service, access to interexchange service, and access to directory assistance,

and toll limitation for qualifying low-income customers.

The Company respectfully requests that the Commission notify the FCC pnor to

October 1 of this year that the Company is eligible to receive federal high-cost support in 2002.

Any questions regarding this submission should be directed to Homer Holland at (334) 966

2110.
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Respectfully Submitted,

Castleberry Telephone Company, Inc.

By: ~ol /..frU('4d?».

Title: President

Date: August 17, 2001
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PAUL A. BRl\NTLEY'

l-L\RK D. WILKERSON

JUDKINS l-L BRY"'\I

LEAH S. STEPHE}lS

AM/.,\lDA G. GARTER

KEITH S. :l-!w.ER

'.ALso ADMITTED IN TENNESSEE

BRA1'J'TLEY, WILKERSON & BRYAN, P.G.
ATTORNEYS A.'ID COUNSELORS

40:5 SOUTII HULL STREET

HONTGOMERY, AuHAM..\ 36104

(334) 26~'1~00
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M.\IUNG ADDRESS:

POST OrncE Box 830
36101-0830

FAX (334) 265-0319
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VIA HAND DELIVERY
The Honorable Walter Thomas
Alabama Public Service Commission
RSA Union Building
100 North Union Street
Montgomery, AL 36104

August 17, 2001 ~Q

C~~
~e ~t~~\
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+
AUG 2001
RECEI'IED
,'LA psc

LEGr\L 0\'1.

Re: Response to Request for Plans and Procedures For Projected Utilization of
High-Cost Universal Service Support

Dear Mr. Thomas:

Enclosed for filing with the Commission are the original and ten (10) copies of responses by
Farmers Telephone Cooperative, Inc., regarding anticipated utilization ofhigh-cost universal service
support, as required by the Commission's Order of July 13, 2001.

Thank you for your courtesies in this matter. Please direct any questions regarding the
documents to my office.

Very Truly Yours,

Mark D. Wilkerson

ivIDW/tms

Enclosures



Response of Farmers Telephone Cooperative, Inc. to Request for Plans
and Procedures For Projected Utilization of

High-Cost Universal Service Support

Fanners Telephone Cooperative, Inc. (the "Company") submits the following in

response to this Commission's order of July 13, 2001 requesting that rural carriers submit plans

and procedures detailing their projected use ofhigh-eost universal service support for 2002. The

Company requests that this Commission certify, pursuant to 47 C.F.R. §54.314, that the

Company is eligible to continue to receive federal high cost support.

Overview of Procedures for Calculating High Cost Support

The Commission's July 13, 2001 Order was in response to the recent action of the

Federal Communications Commission ("FCC") in its docket In the Matter of Federal-State Joint

Board on Universal Service, CC Docket No. 96-45/CC Docket No. 00-256, Fourteenth Report

and Order, Twenty-Second Order on Reconsideration, and Further Notice of Proposed

Rulemaking in CC Docket No. 96-45 and Report and Order in CC Docket No. 00-256 (FCC 01-

157) (released May 23,2001) ("FCC Order"). Specifically, the FCC has adopted a requirement

(to be codified in 47 C.F.R. §54.314) that state commissions must file an annual certification

with the Universal Service Administrative Company and the FCC stating "that all federal high-

cost support provided to [rural incumbent local exchange carriers] will be used only for the

proVISIOn, maintenance and upgrading of facilities and services for which the support is

intended." If certification is not accomplished by October 1, 2001, then federal support for

universal service in the areas served by the rural carriers within Alabama will not be provided for

at least the first quarter of2002. See paragraph 191 ofFCC Order.



The FCC did not specify a mechanism pursuant to which that certification is to be

accomplished, rather leaving it open for the state commissions and the affected carriers to

develop an appropriate mechanism. The actual amount of high cost funding for 2002 IS

uncertain, since final calculations depend on infonnation generated during the funding year. By

necessity, the Company is providing broad categories for the use of such high cost funds.

However, as shown below, there are numerous safeguards at the federal and state levels to insure

rural incumbent local exchange carriers receiving universal service support use it for the

intended purpose.

The federal support received by rural incumbent local exchange companies is divided

into three categories: Long Tenn Support ("LTS"); Local Switching Support ("LSS") and High

Cost Loop Support ("HCLS"). All of these mechanisms have been created by the FCC in

conjunction with the Federal-State Joint Board on Universal Service. This means that

representatives from state commissions, including Alaban1a, have also been involved in the

development of these mechanisms. LTS is a support mechanism for companies that participate in

the interstate 'cost 'pool administered by NECA that promotes reasonable Carrier Common Line

rates. The LTS calculation uses the interstate cost structure of a rural ILEC based upon annual

interstate cost studies that are submitted and certified by the companies and received by NECA.

The LTS is capped based upon an inflation factor as established by the FCC's rules. This

amount, together with those revenues received from subscribers from the interstate Subscriber

Line Charge ("SLC"), is used to offset the rural ILECs' interstate Carrier Common Line revenue

requirement. The difference between that revenue requirement, again as set forth in the

company's annual interstate cost study, less the LTS and SLC, make up the Carrier Common

Line rate which is charged to interexchange carriers.
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LSS rules established by the FCC use the embedded costs of the rural ILECs associated

with switching investments, depreciation, maintenance, expenses, taxes and an FCC established

rate of return. Again, this is based upon certified cost studies submitted by rural ILEC's to

NECA or the FCC. This amount is used to offset the rural ILECs' interstate switching revenue

requirement. The revenue requirements set forth in the annual interstate cost studies make up the

switching rates which are charged to interexchange carriers.

The HCLS for rural ILECs is based upon each company's embedded, unseparated loop

costs. These costs are calculated using a set of complex algorithms approved by the FCC, the

inputs for which are scrutinized by NECA.

All of these programs are administered through the Universal Service Administrative

Company ("USAC"). USAC, as a private, not-for-profit corporation, is responsible for providing

every state and territory of the United States with access to affordable telecommunications

service through the Federal Universal Service Fund. USAC has contracted with NECA to assist

in data collection necessary for the remittance of universal service funds. What this means is

that each company submits, no less frequently than annually, detailed information requested by

NECA in the USF data collection process.

The information that is submitted by rural ILECs must be attested to by the companies.

Further, NECA and its auditors must attest to the validity and integrity of NECA's process. In

other words, the ILEC cost studies and responses to data collection requests are subject to audit.

The information provided in response to all of the universal service fund mechanisms utilizes

FCC accounts for regulated costs and must be in compliance with FCC rules in Parts 32, 36, 54

and 64.
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All cost studies submitted by rural ILECs and all USF funding must be based upon

financial statements. In addition, NECA perfonns focus reviews of cost studies as well as the

USF filings for the cost companies involved in the NECA process. In addition, an officer of the

rural ILEC must certify the accuracy and validity of the filed infonnation.

USF data used in the USF calculations by NECA must also be filed with the FCC in

October of each year. This data contains the regulated financial inputs into the algorithm as well

as the number of loops that will receive universal service support. All of the aforementioned

infonnation is available for inspection and review by the APSC.

Projected Use of High Cost Universal Service Funds in 2002

Based on preliminary projections, the Company estimates it will receive approximately

$1,122,000 of federal high-cost universal service support for 2002. This amount is subject to

subsequent adjustment based on end of period infonnation, such as loop counts. The Company

certifies that it will only use the federal high-cost support it receives during 2002 for the

continued provision, maintenance and upgrading of facilities and service for which such support

is intended as described in 47 C.F.R. Section 54.101. Those services, which are available to any

customer in the Company's service area are: single-party voice grade access to the public

switched network, unlimited local usage, dual-tone multi-frequency signaling or its functional

equivalent, access to emergency services, including 911 service or enhanced 9-1-1 service,

access to operator service, access to interexchange service, and access to directory assistance,

and toll limitation for qualifying low-income customers.

The Company respectfully requests that the Commission notify the FCC pnor to

October 1 of this year that the Company is eligible to receive federal high-cost support for 2002.

Any questions regarding this submission should be directed to Chris Bryant at (256) 638-2144.
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Farmers Telephone Cooperative, Inc.

By: hJ>Q~1 ;B.~
Title: General Manager

Date: August 14, 2001
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PAUL A. BRANrLEY'

~1ARK D. WILKERSON

JUDKINS M. BRYAN

LEAH S. STEPHENS

A.'!ANDA G. GARTER

KEITII S. MIllER

".ALso ADMITTED IN TENNESSEE

BRANTLEY, WILKERSON & BRYAN, P.G.
ATTORNEYS AND COUNSELORS

40:5 SOUTl/ HULL STREET

HONTGOMERY, ALABAMA 36104

(334) 26:5-1:500

)..... .,-'

August 17, 2001

HAlLING ADDRESS;

Posr OmGE Box 830
36101-0830

FAA (334) 26:5-0319

RECEIVED

VIA HAND DELIVERY
The Honorable Walter Thomas
Alabama Public Service Commission
RSA Union Building
100 North Union Street
Montgomery, AL 36104

SEP 242001'

F{',C MAtt.. ftO()M

Re: Response to Request for Plans and Procedures For Projected Utilization of
High-Cost Universal Service Support

Dear Mr. Thomas:

Enclosed for filing with the Commission are the original and ten (10) copies of responses by
Frontier Communications of Alabama, Inc., regarding anticipated utilization of high-cost universal
service support, as required by the Commission's Order of July 13, 2001.

Thank you for your courtesies in this matter. Please direct any questions regarding the
documents to my office.

Very Truly Yours,

Mark D. Wilkerson

rvIDW/tms

Enclosures



Response of Frontier Communications of Alabama, Inc. to Request for Plans
and Procedures For Projected Utilization of

High-Cost Universal Service Support

Frontier Communications of Alabama, Inc. (the "Company") submits the following in

response to this Commission's order of July 13, 2001 requesting that rural carriers submit plans

and procedures detailing their projected use of high-eost universal service support in 2002. The

Company requests that this Commission certify, pursuant to 47 C.F.R. §54.314, that the

Company is eligible to continue to receive federal high cost support.

Overview of Procedures for Calculating High Cost Support

The Commission's July 13, 2001 Order was in response to the recent action of the

Federal Communications Commission ("FCC") in its docket In the Matter of Federal-State Joint

Board on Universal Service, CC Docket No. 96-45/CC Docket No. 00-256, Fourteenth Report

and Order, Twenty-Second Order on Reconsideration, and Further Notice of Proposed

Rulemaking in CC Docket No. 96-45 and Report and Order in CC Docket No. 00-256 (FCC 01-

157) (released May 23, 2001) ("FCC Order"). Specifically, the FCC has adopted a requirement

(to be codified in 47 C.F.R. §54.314) that state commissions must file an annual certification

with the Universal Service Administrative Company and the FCC stating "that all federal high-

cost support provided to [rural incumbent local exchange carriers] will be used only for the

proVIsIOn, maintenance and upgrading of facilities and services for which the support is

intended." If certification is not accomplished by October 1, 2001, then federal support for

universal service in the areas served by the rural carriers within Alabama will not be provided for

at least the first quarter of 2002. See paragraph 191 of FCC Order.



The FCC did not specify a mechanism pursuant to which that certification is to be

accomplished, rather leaving it open for the state commissions and the affected carriers to

develop an appropriate mechanism. The actual amount of high cost funding for 2002 is

uncertain, since final calculations depend on information generated during the funding year. By

necessity, the Company is providing broad categories for the use of such high cost funds.

However, as shown below, there are numerous safeguards at the federal and state levels to insure

rural incumbent local exchange carriers receiving universal service support use it for the

intended purpose.

The federal support received by rural incumbent local exchange companies is divided

into three categories: Long Term Support ("LTS"); Local Switching Support ("LSS") and High

Cost Loop Support ("HCLS"). All of these mechanisms have been created by the FCC in

conjunction with the Federal-State Joint Board on Universal Service. This means that

representatives from state commissions, including Alabama, have also been involved in the

development of these mechanisms. LTS is a support mechanism for companies that participate in

the interstate cost pool administered by NECA that promotes reasonable Carrier Common Line

rates. Frontier Communications of Alabama, Inc. does not participate in the NECA interstate

cost pool and does not receive any LTS support.

LSS rules established by the FCC use the embedded costs of the rural ILECs associated

with switching investments, depreciation, maintenance, expenses, taxes and an FCC established

rate of return. Again, this is based upon certified cost studies submitted by rural ILEC's to

NECA or the FCC. This amount is used to offset the rural ILECs' interstate switching revenue

requirement. The revenue requirements set forth in the annual interstate cost studies make up the

switching rates which are charged to interexchange carriers.

2


